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TO:

SUBJECT:

NOTE:

6CA FILF z@Q/

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

March 21, 1989

0CA 0937-89
LEGISLATIVE REFERRAL MEMORANDUM

Legislative Liaison Officer -

Department of State (Bachrach 647-4463) 25
Agency for International Development (Lester 647-8404) 02
Department of Commerce (Levitt 377-3151) » 04
Department of the Treasury (Carro 566-8523) 28
Department of Defense (Brick 697-1305) 06
Department of Agriculture (Shapiro 382-1272) 01
Department of Justice (Perkins 633-2113) 17
Department of Labor (Zinman 523-8207) 18
National Security Council (Hughes X3723) .49
Export-Import Bank (Record 566-8967) 36
Central Intelligence Agency

United States Trade Representative (Parker x3432) 23

Environmental Protection Agency (Schilling 382-5414) 08
Office of National Drug Control Policy

Office of Personnel Management (Woodruff 632-4682) 22
Council on Environmental Quality (Bear x5754) fax x3928
Trade and Development Program (DeSota 875-4357)

A March 17, 1989, Discussion Draft that is the "Proposed
Implementatlon of Most Recommendations of the House
Foreign Affairs Committee’s Task Force on Foreign
Assistance."

This Discussion Draft will be the basis for HFAC'’s
continuing markup of Foreign Assistance legislation in
April. An Administration position has already been
developed on title II - Military Assistance and Sales
Programs. This Legislative Referral Memorandum requests
the views of your agency on the Discussion Draft’s
remaining titles.

If your agency has substantive concerns with any of the
provisions in titles I, III, Iv, Vv, or VI, please provide
your comments to this Office in writing by March 31, 1989.
For each concern, please include a specific modification
that would eliminate your concern and the rationale for
making the change.

This Office will convene an interagency meeting on

April 3, 1989, to consider agency comments on the
Dlscu551on Draft and to develop an Administration position
on this legislation. Details on this meeting will be
provided at a later date.

SPECIAL
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The Office of Ménagement and Budget requests the views of your
agency on the above subject before advising on its relationship to
the program of the President, in accordance with OMB Circular A-19.

A response to this request for your views is needed no later than
NOON, FRIDAY, MARCH 31, 1989.

Questions should be referred to Annette Rooney/Sue Thau (395-7300)
the legislative analyst in this office.

RONALD K. PETERSON FOR
Assistant Director for
Legislative Reference

Enclosures

- cc: A. Raul R. Bent R. Silberman
B. Sasser D. Gessaman J. Fish
E. Rea D. Fossum S. Farrar
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[DISCUSSION DRAFT]

MarcH 17 1989

Proposed Implementation of Most Recommendations of the House
Foreign Affairs Committee’s Task Force on Foreign Assistance

101st CONGRESS
18T SESSION o °

To amend the Foreign Assistance Act of 1961 to rewrite the authorities of that
Act in order to establish more effective assistance programs and eliminate
obsolete and inconsistent provisions, to amend the Arms Export Control Act
and redesignate that Act as the Defense Trade and Export Control Act, to
authorize appropriations for foreign assistance programs for fiscal years 1990
and 1991, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

MarcH |, 1989

Mr. , introduced the following bill; which was referred to the
Committee on

A BILL

To amend the Foreign Assistance Act of 1961 to rewrite the
authorities of that Act in order to establish more effective
assistance programs and eliminate obsolete and inconsistent
provisions, to amend the Arms Export Control Act and
redesignate that Act as the Defense Trade and Export
Control Act, to authorize appropriations for foreign assist-
ance programs for fiscal years 1990 and 1991, and for
other purposes.
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Be it enacted by the Senate and House of Representa-

2

2 tives c;f the United States of America in Congress assembled,

3 SECTION 1. SHORT TITLE.

4

This Act may be cited as the

5 Act of 1989”.

6 SEC. 2. TABLE OF CONTENTS OF THIS ACT.

7

Sec.

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.

~ Sec.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

The table of contents for this Act is as follows:

101. Revision of economic assistance authorities

TITLE I—ECONOMIC ASSISTANCE

A

Page

TITLE II—MILITARY ASSISTANCE AND SALES PROGRAMS

CHAPTER 1—CONSOLIDATION OF MILITARY ASSISTANCE ACCOUNTS

201.
202.
203.

221.
222,
223.
224.
225.
226.

227.
228.
229,
230.

Establishment of foreign military financing program
Conforming amendments to Arms Export Control Act

................

Transition rule concerning disposition of certain prevmus]y pro-

vuied military

equlpment ..................................................

CHAPTER 2—FOREIGN MILITABY SALES PrROGRAM

Arms transfer policy.
Improved accountmg for foreign military sales
NATO and major non-NATO allies
Coproduction agreements
Waiver of penalty interest on FMS arrearages

..................................................................
............................
............................................................

136
167

173

173
176
177
183
187

Enforcement and -processing of arms export licensing require-+ -

ments ............

Biennial review of the international trafﬁc in arms regulatlons

Fair pricing..............

..................................................................

Amendments to eliminate obsolete and inconsistent prowsxons

Technical corrections

187
191
- 191
193
194

TITLE OI—ASSISTANCE TO COMBAT INTERNATIONAL TERRORISM
AND NARCOTICS TRAFFICKING

Sec. 301. Creation of new title of Act for antiterrorism assistance and
international narcotics control assistance.............cooe........

196

TITLE IV—SPECIAL AUTHORITIES, RESTRICTIONS ON ASSISTANCE

AND REPORTS

Sec. 401. Consolidation and revision of special authorities, restrict.ion;,
and reporting requirements; elimination of obsolete provi-
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" TITLE V—GENERAL PROVISIONS
Sec. 501. Consolidation and revision of administrative authorities and Page

elimination of obsolete Provisions...........cccevvvurcinieniennenne 272

TITLE VI—TECHNICAL AND CONFORMING PROVISIONS

;7 Sec. 601. Effective date......ccceerrriericisinireniiiiinieninessss e sessenesieses 342
17 Sec. 602. Savings ProOVISION .......ccoceirermererereissmemsiersistorarisssessesestssssitssisienes 342
Sec. 603. Conforming references..........oceererverevenreseseeesenoscencsisicsnisnsnisises 343
d : Sec. 604. Retention of certain provisions formerly in the Foreign Assist-
BIICE ACh....evevereeseessersnsssessessosserssessesssasesssssensssssessssass 344
3 ~ Sec. 605. Conforming amendments t0 other IaWS ............ocovvvevvvvrvvnsnnsssssnnss 348
Sec. 606. Repeal of obsolete provisions in annual foreign assistance au-

3 thOTIZALION ACES c.vvereevveeiseerireeerrresssseessnessssnsesssssssessnessnes 348
TITLES VII—??—REGION AND COUNTRY SPECIFIC PROVISIONS, ETC.

e [To be added later]

‘1 SEC. 3. TABLE OF CONTENTS FOR AMENDED FOREIGN AS-

: 2 SISTANCE ACT.

j 3 The Foreign Assistance Act of 1961 is amended by in- -
E 4 serting the following new section after the first section:

7 5 “SEC. 2. TABLE OF CONTENTS.

l 6 “The table of contents for this Act is as follows:

“TITLE I-ECONOMIC ASSISTANCE

“CHAPTER 1—ECcONOMIC ASSISTANCE POLICIES AND BASIC AUTHORITY FOR
EcoNoMic DEVELOPMENT ASSISTANCE PROGRAMS

“Sec. 1101. Findings and declarations of policy éohceming all economic Page

assistance programs under the Act........ccoeevunveeciicsnninuens 9
“Sec. 1102. Basic objectives of all economic assistance programs and '

United States development cooperation policy........ ST 12
“Sec. 1103. General authorities for economic development assistance

under chapters 2 and 3. 25

“CHAPTER 2—DEVELOPMENT ASSISTANCE

“Sec. 1201. Assistance for long-term development needs .........c.coceeecrieunnne 27
“Sec. 1202. Authorizations of appropriations ........... ettt e taaeaeane 28
“Sec. 1203. Human rights and democratic initiatives .........c.cvevvreerserernnces 28
“Sec. 1204. Development edueation............covviveemriecienncniinniinn 32
“Sec. 1205. Strengthening the capacity of research and educational insti-
L 12 0) L OO O SO PSP RO OO TVUPPPPS PP PRSP 32
1 “Sec. 1206. Cost-ShaTing ......oocoveeiveerrreciiiiininiere e s 32
“Sec. 1207. Impact of assistance on environment and natural resources..... 33
| “Sec. 1208. Transportation charges incurred by the Red Cross or private
| voluntary organizations.........eecovevereninniiieninnnesennens 34
“Sec. 1209. Private Sector Revolving Fund.......cooooniiiiinnnnn. ' 34

| T a5 1. .0 -1
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“CHAPTER 3—ECONOMIC SUPPORT ASSISTANCE
Poge “Sec. 1
“Sec. 1301. Assistance for short term development needs........................ 43 o “Sec. 1
“Sec. 1302. Authorizations of Appropriations ..o . 43 “Sec. 1
“Sec. 1303. Generating local currencies for use in addressing long term : “Sec. 1
development 1eeds.............e.eeereervereerreereeeeoeoeeos 44 “Sec. 1
“Sec. 1304. Assistance limited to economic PrOGTAINS c.oc.vvveiveeeeoeeneerenee 4
) “Sec. !
“CHAPTER 4—VOLUNTARY CONTRIBUTIONS TO INTERNATIONAL
ORGANIZATIONS AND PROGRAMS '
“Sec. 1401. Authority to make CONtTiDULIONS «.........vc.veoeeoeeoooeoooo 44 “Sec.
“Sec. 1402. Authorization of APpPropriations.................ooevooovoeoooooooo 45 o “Sec.
“Sec. 1403. Withholding of United States proportionate share of certain i B
PTOGTAINS «.covveerneenniisenisiiesesseneeraensnressseessssesenseseasnressnens 45 ¢
“Sec. 1404. Restriction on contributions to United Nations Relief a.nd '
Works AZEDCY......co.vecieeieernrnrinniesteinciseesessenesessssesessaens 46
| ‘ “Sec. 1405. Reports on international organizations.....................o............. 46 ' _ “Seg.
| - “Sec. 1406. Audits of accounts of international orgarizations..................... 48
| “Bec. 1407. Integration of WOMeN .............ccoeevereeerreeereeeresoeosooooeoo, 51 “Sec.
“CHAPTER 5—ASSISTANCE FOR PRIVATE SECTOR INVOLVEMENT IN “Sec.
DEevELOPMENT :
“SUBCHAPTER A—OVERSEAS PRIVATE INVESTMENT COEPORATION ,
“Sec. 1501. Purpose and POHCY .......vvevvereemmereeeeeeeeereessseeesseessseseeeseoooons 51 < Sec.
| “Sec. 1502. Stock of COTPOTALION ...t srssisungorssensoserssisans e 54 :
1 - “Sec. 1503. Orgamzatlon and management................. eiegeriosecsestaennstatarsenes 54 :
“ o ‘ “Sec. 1504. Investment insurance, guarantees, ﬁnancmg, and other pro- - : @ e : “Sec.
‘ BTAINS coereiiiiirrennnnnintittietcret e reesrtseraraeessresseessesesseneesenenn 58 ;
“Sec. 1505. Enhancing private political risk insurance industry ............ e . 69
| “Bec. 1506. Guidelines and requirements for OPIC SUPPOTt ...eveerenrenerneannnn 71
| “Sec. 1507. Issuing authority, direct irvestment fund, equity fund, and re-
; BEIVES .ueeviiiraieranannns ettt r e ess e 79 “Sec.
‘ _ S ~ “Bec. 1508. INncome and TeVENUES.............coe..veerveeesresiseesssosoooeooes oo 85
| ' ' © “Bec. 1509. General provisions relating to msuranoe, guaranty, and fi- “Sec.
| NANCING PTOZTAML...o..eurecreenmerserresnssensransensssessseseseesesssseenn. 86 "
| “Sec. 1510. General provisions and POWETS w.oivuvrnnecennann. e e 20 {
; “Sec. 1511. Annual report; maintenance of information ........................... 95 : :
“Bec. 1512, DEfNItiOns........evuuerrerervennreeneeennereoseessessessssssessessesssoesese 99 “Sec
_ § ““Sec
‘ “SUBCHAPTER B—TRADE AND DEVELOPMENT PROGRAM : - ' “zec
| : : “Sec
| “Sec. 1521. Authority to provide aSSiSLANCE.........o...oveevvreeooreooooooo. 102 ‘ “Sec
“Sec. 1522. Trade and Development Program.............. trrenreene et araens 103 “Sec
| “Sec. 1523. Annual report...........cc.ovreereremervreeeenrorssoan. rereeenenrerar et 104 :
“Sec. 1524. Advisory bosrd......coucveioneieeeeeeeseeeseresrs e, 104 “Se(
“Sec. 1525. Authorizations of &PPrOPriations .............evvoveovovoooo 104
“CHAPTER 6—INTERNATIONAL DISASTER ASSISTANCE ' Se
“Sec. 1601. Statement of PORCIES ..v..vvvene. coveroeeeer oo ereeesseoo oo 105 “8el
“Sec. 1602. Authority to provide asSIStANICE............coveerrvveererrresoorroo 105 ' . o
“Sec. 1603. Authorizations of appropriations ...........e.eeeeoveevvvrrovvooovo 106 i B
“Sec. 1604. Borrowing aUthOrity ..............vvveeeeeeemneeeersereessrooosoo o 106 5 “Se
g J—
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’ “CHAPTER T—OTHER ECONOMIC ASSISTANCE PROGRAMS ,
Page
P, : .
| Z; i “Sec. 1701. American schools and hospitals..................cooeeverovooiii 106
43 “S8ec. 1702. Trade credit insurance program for Central America.............. 107
“Sec. 1703. Housing and urban development guarantee program............... 110
4 “Sec. 1704. Productive credit guarantee program................cooovvvveon..n.. 114
‘ 44 'l . €4t “Bec. 1705. General provisions concerning guarantee programs under sec-
‘ F—— -mr . © tions 1703 and 170meemmoooo 116
ik £8{ “Sec. 1706. Debt for development Program ..........ocooevvovvooveooooo 121
M .
- “CHAPTER 8—REIMBURSABLE DEVELOPMENT PROGRAMS
4 . :
4; “Sec. 1801. Authority to conduct reimbursable programs....................... 124
€81 “Sec. 1802. Use Of PAYIMENLS.....u..vevevereeceneeeeerereeeeeseeseoooooeeoooo 125
il . “CHAPTER 9—ADMINISTRATION OF ECONOMIC ASSISTANCE PROGRAMS
it WA ~ N}
‘46 o “SUBCHAPTER A—OPERATING EXPENSES
6 .
18 ~ “Sec. 1901. Authorizations of appropriations for operating expenses gen-
il ) C el o 127
i “Sec. 1902. Authorizations of appropriations for operating expenses of In-
o SPECLOr (Femeral ........c.cvveuruerrmririrereceeeeeererererer e 127
“Sec. 1903. Additional funds for operating expenses.................................. 128
“SUBCHAPTER B—EVALUATION
“Sec. 1921. Evaluation and accountability ........ccovvvererecenies e, 129
: “SUBCHAPTER C—COOPERATION WITH NONGOVERNMENTAL SECTOR ' T
; “Sec. 1941. ééupcil on Economic Development Cooperation..................... 133
“TITLE II-MILITARY ASSISTANCE PROGRAMS o
“CHAPTER 1—POLICIES REGARDING MILITARY ASSISTANCE
“Sec. 2101. Findings and statements of policies regarding military assist- o
AICE weeeriiiniiinitiiir ittt ee s be s ete e s nenaees 136
“Sec. 2102. Objectives of military assistance ....... ORI et 139
“CHAPTER 2—FOREIGN MiLITARY FINANCING PROGRAM
“Sec. 2201. Authority to furnish military financing assistance.................... 141 )
“Sec. 2202. Terms of ASSISIANCE .vve...vvveeeeveeeereoreoeeooeosooooooooooo 144
“Sec. 2208. BUEIBIRLY .....cvvvevrrrreneeeeereereoeseseereeseeeoe oo 146
“Sec. 2204. Approval of third country transfers.........cococovvevevereererersennnn.. 150
“Sec. 2205. Special drawdown BULNOTIEY ...ttt 151
“Sec. 2206. Modernization of defense capabilities of countries on NATO’s
southern flank..........ccccoeveveiuiiieveeeeeeeneereseeees o 152
“Sec. 2207. Annual ceiling and reports on transfers of excess defense arti-
ClBS ettt 154
“Sec. 2208. Improved accountability with respect to financed commercial
ATNS SAIES ..ottt 156
“Sec. 2209. Authorizations of APPTOPIIALIONS ..cvvvvvenviicveereeeerererereresaa 157
“CHAPTER 3—STOCKPILING OF DEFENSE ARTICLES FOR FOREIGN COUNTRIES
“Sec. 2301. Restrictions on stockpiling.............cooo.ccooocoooo 158
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“Sec. 2302. Location of StOCKPIIES ..........ceevvverveerrrersseesmsseooeooeooo oo, 159
“Sec. 2303. Additions to WAT T€SEIVe SEOCKS ............oveovveeeereeseooieeoo 160
 “CHAPTER 4—OVERSEAS MANAGEMENT OF ASSISTANCE AND SALES
ProgrAMS
“Sec. 2401. Authorized fUNCEODS...............eevveeeeeeeeeooseeeoooooeooooio 160
* “Sec. 2402. Limit on size of groups......................... et 162
“Sec. 2403. COSL8.....vuvererrerierreerreeeeresrsrann vttt et s s ses s 162
“Sec. 2404. Role of chief of MISSION vovevevrrvveererrrrrresosooooooo 162
“CHAPTER 5—INTERNATIONAL MILITARY EDUCATION AND TRAINING
© “Sec. 2501. General BULROTIEY .........vuevveevreeeieeeeesceeeeeesessessees e, 163 S
“Sec. 2502. Terms of ASSIStANCE .........uceeeeevceeeeeeeeeereseeeereseoees e 163 }
“Sec. 2503. Exchange training ................cecveevveeeeeeererersnnsssrenssessesoosooonn, 164 ‘
“Sec. 2504. Training in maritime | S 164
“Sec. 2505. Authorizations of apPropriations ............e..eeveevsevevveovooveoon 164
“CHAPTER 6—PEACEKEEPING OPERATIONS
“Sec. 2601. General BULhOTIY ............vveeeeiereeeeeeeeeeereenre e 165
“Sec. 2602. Special transfer and drawdown authorities............................. 165
“Sec. 2603. Administrative AULOTIIES............ceevereeeereereersemereossosoos 166
“Sec. 2604. Authorization of APPropriations.............eeeveeeruevrereereresrennn, 167
“TITLE IIT—COMBATING INTERNATIONAL TERRORISM AND
NARCOTICS TRAFFICK]NG i
. f
5 “CHA.PTER I—INTERNATIONAL TERRORISM :
“Sec. 3101. Coordmatlon of all United States t,erronsm-related assistance A
. ‘to foreign countries....................... elenreete et eneaaeenaesenes - 196 l
“Sec. 3102. Authority to provide antiterrrorism assistance........................ 197 f
“Sec. 3103. Purposes of antiterrorism assistance...................o.oovuvvevnvs.. 198
“Sec. 3104. Authorities and HMItAtions..............eveeeeeeeeseesreesrrreressseossn, 198
“Sec...3105. Reports to Congress......oeeeeeeeenann.. S iereerrrreesineentaesesesanesaneas 203 R
“Sec. 3106. Administrative authorities.................... et et anr e 205
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“CHAPTER 2—INTERNATIONAL Nagcorics CONTROL
“Sec. 3201. Findings and statements of POLiCy...........ceoreervveerrerrrrrrnnns 206
“Sec. 3202. Authority to enter into agreements and provide assistance...... 208
“Sec. 3203. Authorizations of APPrOPHALIONS «.........eeeeeeeeooooeoooeo 209
“Sec. 3204. Contribution by recipient country...............oooesrveerrerrrerrrnnnn.. 209
“Sec. 3205. Use of herbicides for aerial eradiction ..................oooooovvvovon 209
“Sec. 3206. Prohibition on procurement of weapons and ammunition......... - 210
“Sec.. 3207. Permissible uses of aircraft and other equipment........cc.o........ - 210
“Sec. 3208. Retention of title to aireraft....................coooooo 211
“Sec. 3209. Records of aircraft use.............o..ovoovvvveoveoeooo feervens 211
“Sec. 3210. Prohibition on use of narcotics control assxstance to acquire
' T€81 PIOPETLY......oeovvviviieneeeeee e 212
“Sec. 3211. Prohibition on use of foreign assistance for reimbursements
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T e 1 TITLE I—ECONOMIC ASSISTANCE

v - 5 'SEC. 101. REVISION OF ECONOMIC ASSISTANCE PROGRAMS.

fm T0298 3 The Foreign Assistance Act is amended by striking out

_ 4 part I and inserting in lieu thereof the following:
299 . “TITLE I~ECONOMIC ASSISTANCE >
28(1) 6 “CHAPTER I—ECONOMIC ASSISTANCE POLICIES

“ ggg 7 AND BASIC AUTHORITY FOR ECONOMIC DE- |
o '3 VELOPMENT ASSISTANCE PROGRAMS

CES | 9 «SEC. 1101. FINDINGS AND DECLARATIONS OF POLICY CON-

ggz 10 CERNING ALL ECONOMIC ASS}STANCE PRO-
ggg | 11 GRAMS UNDER THE ACT. |

| gig ¥ 12 “(a) REasoNs FOR KCONOMIC AssISTANCE.—The

§i§ | 13 Congress finds and declares as follows: |

} 319 ’ 14 1) Fundamentai and pervasive economic, politi-

‘ s 15 cal, and technological changes have resulted in the
313 § 16 growing interdependence of countries and have created
323 5 17 a growing awareness in the United States and around -
ggg % 18 the world of the need for all countries to participate in )
ggg 19  efforts to promote broad based, sustainable develop- |
330 20 ment.

331 21 “(2) The economic prosperity and security of the

22 people of the United States and of the world are best
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